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KEY ECONOMIC INDICATORS 
(In millions of U.S. dollars unless otherwise noted) 


Domestic Economy 
Population (millions) 
Population growth (%) 


GDP (current dollars) (2) 


GDP per capita (2) 

Real GDP growth (%) 

Budget deficit 
pre-grant (% GDP) 
post-grant (% GDP) 

Labor force (thousands) 

Unemployment (%) 


Consumer Price Index (%) 


Balance of Payments 
Exports (F.0O.B.) 


Imports (C.I.F.) 


Merchandise trade balance 


Current account balance 
Capital account balance 
Overall balance 


Foreign exchange reserves 
Avg. exchange rate (Mt/US$1) 


1986 
14.2 
2.6 
4,129.1 
290.8 
0.9 


1987 
14.5 
2.6 
1,479.3 
102.0 
4.4 


1988 
14.9 
2.6 
1,248.4 
83.8 
5.5 


17.7 
15.3 
6,815.0 
25.0 
38.7 


21.0 
11.8 
6,995.0 
35.0 
163.3 


23.9 
10.0 
7,100.0 
45.0 
55.0 


79.1 
542.7 
-463.6 
-622.3 
-$1.5 
-488.0 
9.9 
40.4 


97.0 
625.0 
-528.0 
-676.0 
-83.0 
-425.5 
80.2 
289.4 


103.0 
715.0 
-612.0 
-636.5 
-145.7 
-372.5 
108.0 
528.6 


(3) 


Foreign Debt and Investment 


Debt 

Debt service paid 

Debt service owed 

Debt service ratio (%) 
Direct investment (new) 


Direct investment (cumn.) 
(cum. ) 
U.S. share direct invest (%) 


U.S. direct invest. 


3,156.7 
59.7 
490.2 
247.4 
0.5 
1,163.6 
0.86 
0.07 


3,598.4 
40.2 
532.2 
227.6 
0.0 
1,163.6 
0.86 
0.07 


4,300.0 
55.8 
494.4 
190.5 
1.3 
1,164.6 
0.85 
0.07 


U.S.-Mozambique Trade and Aid 


Exports (F.A.S.) 
Imports (C.I.F.) 
Share Moz. Exports 
Share Moz. Imports 
Bilateral Economic 
Bilateral Military 


Principal U.S. exports: 
Principal U.S. imports: 


Notes: 


23.4 
18.8 
23.8 
4.3 
46.0 
0.0 


50.3 
28.4 
29.3 
8.0 
65.8 
0.0 


56.5 
21.2 
20.6 
7.9 
93.0 
0.0 


(%) 
(%) 
Aid 
Aid 


1989 (1) 


corn, wheat, farm equipment, clothing 


cashews, sugar, tea, seafood 


(1) Data for 1989 are provisional. 
(2) Apparent decline in GDP due to exchange rate and inflation. 


(3) 


Sources: 


National Bureau of Statistics, World Bank, IMF. 


Current account balance does not include official transfers. 





SUMMARY 


During 1989 and early 1990, activity by anti-government forces 
("Renamo") continued in every province. Attacks and threats of 
attack inhibited production in all sectors of the economy and 
intimidated potential foreign investors. As the government 
struggled to attract foreign capital, the economy remained depen- 
dent on foreign assistance. Exploratory talks about peace provide 
hope of relief. 


Economic data for 1988 show strong economic growth and a marginal 
improvement in the balance of payments. Real gross domestic 
product (GDP) expanded by 5.5 percent as the agricultural and 
manufacturing sectors posted healthy gains. The current account 
improved marginally, but still showed a deficit of over $600 
million. Preliminary estimates for 1989 indicate moderate 
economic growth of 3.2 percent and a deterioration in both the 
current account and the balance of payments. 


The government remains steadfastly committed to the Program for 
Economic Rehabilitation (PRE), in accordance with the structural 
adjustment requirements of the International Monetary Fund (IMF). 
Devaluations, reductions of food subsidies, and other measures 
have encouraged market forces, but resulted in growing hardship 
for the population and now severely test the government’s 
commitment to the discipline of the IMF requirements. 


Promising events occurred in 1989 and early 1990. Improvement in 
relations with the Republic of South Africa has been reflected in 
a swelling stream of business visitors and in a visit in March 
1990 by the American Chamber of Commerce in South Africa. A 
Portuguese trade delegation emphasized that country’s renewed 
interest. On March 6, 1990, the Mozambican Government agreed to 
reschedule its bilateral debt with the United States, thereby 
clearing the way for actions by the Paris Club to ease the debt 
burden. 


As the country is utterly dependent on external assistance, 
near-term sales depend almost completely on funds from grants. 
Market development depends on progress in three areas: physical 
security, the PRE, and regional economic integration, including 
the benefits of cooperation with the Republic of South Africa. 
Several very promising U.S. explorations for minerals have been 
conducted or are being planned, the security situation 
notwithstanding. The Maputo International Trade Fair is an 
important opportunity for firms to establish themselves and to 
reach regional markets. 





PART A: CURRENT ECONOMIC SITUATION AND TRENDS 


Growth: In 1988, the economy posted solid gains, despite the lack 
of physical security. Real GDP grew by 5.5 percent, well above 
the previously expected 4.1 percent growth rate. The agricultural 
and industrial sectors led the economy, each expanding by over 7 
percent. The transport sector grew by 4 percent, in spite of a 
9.5 percent decline in transit rail traffic. Economic growth for 
1989 is estimated to be a more modest 3.2 percent. 


Agriculture: Estimated growth for agricultural production in 1988 
was 7.2 percent. Production of cashews and maize increased, but 
that of rice, cotton, beans, and copra fell Adverse weather and 
worsening of the security situation were constraints on production 
in many areas. Agriculture is expected to have grown by a 
dissappointing 2.6 percent in 1989 as flooding in some regions 
decreased crop production. 


Two important irrigation projects promise significant increases in 
production. In late 1988 construction began on the Sabe-Incomati 
complex, which will irrigate 50,293 hectares for crops, 130,050 
hectares for cattle ranching, and 32,500 hectares for a nature 
reserve. Half of this area will be reserved for family farms, 
cooperatives, and small, private proprietors; the remainder will 
be open to enterprises. The Umbuluzi Integrated Agricultural 
Project will cover 2,846 hectares for production of cereals and 
citrus fruits for export. The project will use water from the 
Pequenos Libombos dam and will require investment of $40 million 
over a period of six years. 


Industry: Growth in the industrial sector -- which includes 
energy and fisheries -- was 7.5 percent in 1988, in spite of 
problems with supplies of energy, raw materials, and spare parts. 
Official estimates suggest marginally slower gains in 1989, around 
7 percent, due to continued shortages of imported inputs and 
energy disruptions. 


Several important developments promise increased activity in the 
industrial sector. The Agro-Alpha agricultural equipment factory 
signed an agreement with Angola to export about $1 million of 
various products. The parastatal beverage company, SOGERE, began 
bottling several soft drinks under license from the Coca Cola 
Company of the United States and has used West German financing to 
expand its delivery fleet. The Pintex paint factory in Beira has 
resumed production as part of the program for rehabilitation of 
the Beira part and rail systen. 


Rehabilitation of the Cahora Bassa hydroelectric dam -- which has 
an installed capacity of over 2000 MW -- has continued in spite of 
sabotage by Renamo. The destruction of pylons along the 
transmission route was reported to have tripled the estimated 
rehabilitation costs and to have stalled the discussions among 
Portugal, the Republic of South Africa, and Mozambique. Italy is 
financing the Mozambican portion of the work, and South Africa is 





providing non-lethal military support, in the form of equipment 
training, medical supplies, and rations. That work has continued 
in spite of the destruction testifies to the pressure of debt 
service and maintenance -- estimated at $50 million and $70 
million per year, respectively -- and to the enormous potential 
for regional development which the dam offers. 


Several other energy projects saw progress in 1988 and 1989. 
Zimbabwe and Mozambique began to study the feasibility of 
constructing a 350 km transmission line linking the Cahora Bassa 
dam to Harare. Construction continues on a second transmission 
line linking Maputo to the Massingir dam in Xai Xai; the Corumana 
Dam in Maputo Province was opened in July 1989. Both 
hydroelectric projects combined should provide an additional 55 MW 
of power for Maputo Province. 


Important developments have occurred in fishing. The European 
Economic Community signed an agreement to catch 20,000 tons of 
fish and shellfish per year in return for a grant of $35.2 million 
for research and development. The Soviet-Mozambican joint venture 
received a new boat which adds 2,000 tons per year of capacity, a 
large increase in view of the 12,000 tons caught last year. The 
United Nations Food and Agriculture Organization (FAO) and 
Development Program (UNDP) gave the state fisheries company a 
large fishing boat, which was built in Mozambique. 


Mining: Investment and exploration in the mineral sector have 


increased, in response both to the government’s promotional 
campaign and to the success of recent explorations. Seve. :l new 
explorations are planned while some ongoing explorations have 
found reserves far richer and more extensive than were 
anticipated. A variety of minerals in many areas of the country 
are being prepared for exploitation. 


The titanium explorations along the coast of Nampula and Zambezia 
Provinces have been quite successful. The joint venture between 
the Irish firm Kenmare Resources and the Yugoslav firm Geoloski 
Zavod has identified high-grade deposits of about 200 million tons 
of heavy mineral sands, with titanium in the form of ilmenite. 
Feasibility studies were conducted in 1988 and 1989, and 
production should begin in 1991. Near Pebane, the U.S. firm Edlow 
Resources has identified reserves of a size that would require 


production facilities at an estimated investment of about $400 
million. 


The multinational firm Lonhro, which has the largest foreign 
agricultural investment in the country, has expanded its 
investment in the rehabilitation of several lode and alluvial gold 
mines. Feasibility studies were conducted in 1989. Lonhro’s 
total investments in these projects is $5.2 million. 





The government has expanded the marble quarries in Cabo Delgado 
Province. A loan of $18.8 million has supported the expansion, 
which includes a plant for cutting and polishing blocks, slabs and 


tiles. Three qualities of marble are present: white, gray, and 
magram. 


Several other minerals are the object of renewed attention. 
Graphite deposits of 20 million metric tons have been identified 
in Cabo Delgado Province. Several U.S. firms are beginning new 
explorations for petroleum and natural gas. Tantalum in Zambezia 
Province and flourspar in Tete and Gaza Provinces are areas of 
renewed interest. 


Transport and Communications: The transport sector’s growth in 
1988, about 3 percent, was limited by a 19.5 percent decrease in 
the rail traffic from the Republic of South Africa to the Maputo 
port. Traffic through Maputo port declined to about 1 million 
tons, although the traffic through Beira port increased from 1.1 
million in 1987 to 1.4 million tons in 1988. The transport 
industry is expected to have revived somewhat in 1989, expanding 


by over 4 percent, with growth projected in both rail and port 
handling. 


The transportation sector remains a major potential earner of 
foreign exchange as Mozambique provides relatively short routes 
between landlocked African countries and the sea. Consequently, 
it continues to be the focus of a number of major projects. Since 


1985, the Beira Port Transport System Ten-Year Development Plan 
has coordinated the implementation of over $400 million worth of 
internationally funded projects including the modernization of 
several container terminals and the reconstruction of quays. A 
Dutch-funded dredging project, to widen and deepen the harbor to 
accommodate 60,000 ton ships, should be completed in late 1990. 

At Maputo, a newly rehabilitated coastal shipping terminal opened 
in October 1989 while work continues on a $2.5 million coal 
terminal. Although no new loan agreements have been announced for 
Maputo, several donors are considering funding some of the 
estimated $60 million costs it would take to rehabilitate the port. 


In late 1989, rail traffic resumed on the Nacala corridor, which 
connects Malawi to the Indian Ocean following an announcement by 
Renamo that it would cease attacks on the line. The line 
currently carries one train per week, but this is expected to 
increase following the resumption of repair work on port and rail 
facilities in 1990. The Limpopo line, the corridor which links 
Zimbabwe to Maputo, is also being rehabilitated, but is not 
expected to open until late 1990 or early 1991. 





Transportation is high on the list of areas for increased 
cooperation with the Republic of South Africa, Zimbabwe, and 
Malawi. A joint committee from South Africa and Mozambique is 
reviewing all aspects of road, rail, air, and maritime transport, 
and is emphasizing the task of increasing the use of the Maputo 
port. A political agreement specifies the responsibility of the 
Republic of South Africa to increase its traffic through the port, 
and discussions are beginning on road construction to improve 
links with Maputo. Zimbabwe and Malawi have made commitments to 


supply troops to protect the Beira and Nacala corridors, 
respectively. 


Telecommunications projects are drawing attention from the 
international community. The Maputo-based Southern African 
Transport and Communications Commission (SATCC) has identified 
about $750 million worth of regional telecommunications projects, 
over half of which would affect Mozambique. One such project, a 
feasibility study on "regional connectivity," is being performed 
by the U.S. firm GTE International Systems. A recent, high-level 
visit to the United States gave Mozambican officials an 


opportunity to meet with several U.S. telecommunications equipment 
manufacturers. 


Budget: Deterioration of the public account continued in 1988. 
Revenues grew substantially with the introduction of tax reforms 
to improve collection and enforcement. However, outlays on 
recurrent items -- such as defense (the largest single 


expenditure), salaries, and price subsidies -- offset much of this 
growth. Furthermore, investment expenses almost doubled, 
inflating the net overall pre-grant public deficit from 21 to 24 
percent of GDP. Preliminary data for 1989 show the deficit, 
before official grants, remaining at approximately 24 percent of 
GDP. Official grants cover much of this shortfall, lowering the 


1988 and 1989 deficits to about 10.0 and 7.1 percent of GDP, 
respectively. 


Balance of Payments: The current account deficit improved 
slightly in 1988, dropping by $50 million to $636.5 million. 
Although the merchandise trade balance deteriorated, the balance 
on trade in services -- transportation receipts and mineworkers 
remittances -- improved and private transfers increased. Lower 
levels of official foreign borrowing raised the capital account 
deficit. However, the movement in the current account, combined 
with increased official grants, led to a slight improvement of the 
overall balance of payments. 


In 1989, the estimated trade deficit was $674 million due to the 
continued rise of imports and a small decrease in exports. This 
worsening trade picture, combined with an expected deterioration 
in the services balance, should appear as a current account 
deficit of $752 million for 1989. 





Foreign Investment: The lack of physical security continues to 
limit the number of foreign investors who are willing to invest in 
Mozambique, the government’s campaign of promotion 
notwithstanding. Some firms with regional interests in transport, 
minerals, and agriculture are actively evaluating projects. When 
improvement occurs in the security situation, many of the firms 
which have established small foothold operations or which have 
monitored the country for a period of years will be in a position 
to benefit from new investment opportunities. An October 1989 
visit by a Portuguese trade and investment delegation highlighted 
the continued interest that Portuguese firms show in Mozambique. 


Foreign Debt: Because of its heavy debt burden, the government 
continues to seek comprehensive debt relief from its private and 
official creditors. Debt to private commercial banks was 
rescheduled in principle at the London Club agreement in May 
1987. This agreement, however, remains unsigned pending the 
establishment of a facility whereby Mozambique would repurchase 
its commercial debt at significant discounts. 


A framework to reschedule debt to official creditors was agreed 
upon in principle through the Paris Club accord in June 1987. 
However, progress on completing the individual bilateral 
agreements has been slow as Mozambique has sought the most 
concessional terms possible from its official creditors. The 
March 1990 signing of the debt rescheduling agreement with the 
United States, one of the last bilateral agreements to be signed, 


should clear the way for Mozambique to approach the Paris Club for 
consideration for further debt relief. Total foreign debt was 
estimated to be $4.67 billion at the end of 1989. 


The Economic Rehabilitation Program (PRE) of 1987-89 


Through the monetary and fiscal reforms established by the PRE, 
the government has begun to create the structural conditions for 
growth based on market forces. Price controls have been removed 
on almost all but the most basic foodstuffs; prices which remain 
controlled have been raised substantially. Devaluation of the 
metical continued in 1989 and early 1990. The number of goods 
which are imported and exported exclusively by parastatal firms 
has been reduced from 38 to 25. The interest rate structure for 
many bank accounts has been institutionalized; the management of 
foreign exchange has been liberalized to allow more individuals to 
have accounts in convertible currency. 


PART B: IMPLICATIONS FOR THE UNITED STATES 


The Mozambique market contains significant import opportunities, 
many of which are tied to projects funded by multilateral and 
bilateral donors in the following sectors: transport, 
communications, agriculture, and urban improvement. Mozambique’s 
geographic location and its role within the Southern African 





Development Coordination Conference (SADCC) as the leader of SATCC 
make it the focal point for regional projects in railroad 
rehabilitation, port reconstruction, and telecommunications 
development. Agricultural projects center on irrigation. Urban 
improvement efforts include a World Bank loan of $80.8 million 
(including parallel financing) for Maputo and Beira, which is the 
basis of opportunities for construction-related sales. 


To tap into these projects, U.S. firms should adopt the following 
strategy: (1) Monitor the programs of international and bilateral 
assistance organizations such as the International Monetary Fund 
(IMF), the World Bank, the African Development Bank, and the U.S. 
Agency for International Development; (2) monitor changes in 
international debt rescheduling policies, which profoundly affect 
Mozambique’s economy; and (3) establish an appropriate presence in 


Mozambique, primarily through the use of representatives and 
agents. 


U.S. firms can find investment opportunities for extraction of 
natural resources and for rehabilitation of factories. Moreover, 
numerous opportunities exist to provide capital, machinery, and 
management for the rehabilitation of wood, soap, glass, furniture, 


and other factories which have suffered partial destruction or 
neglect. 


The Mozambican Government is exerting great effort to attract 
foreign investment for development by creating policies favorable 


for profitable enterprises. In recent years it has enacted 
attractive minerals and investment legislation, concluded offshore 
banking agreements, and revised export regulations. The attitude 
of the government to foreign direct investment is open and 
supportive. Insurance by the Overseas Private Investment 
Corporation is avaiable for new U.S. investments. 


The Maputo International Trade Fair, held each year during the last 
week of August and the first week of September, is an important 
opportunity to reach both the Mozambican and regional markets. 

The exhibit is attended by numerous purchasing officials and 
governmental decision-makers from the entire southern African 
region. Companies may obtain information on participation in the 
fair by contacting the Regional Export Development Office (Middle 
East-Africa), Room 1510, U.S. Department of Commerce, Washington, 
D.C. 20230, Phone: (202)377-1209. Alternatively, firms may 
contact the commercial officer of the U.S. Embassy in Maputo -- at 
Avenida Kenneth Kaunda 193, telex 6-143 AM EM MO -- for assistance 
in fair participation and for general marketing assistance. 
Additional commercial information on Mozambique may be obtained 
from the Mozambique Desk Officer, Room 3317, U.S. Department of 
Commerce, Washington, DC 20230, Phone: (202) 377-5148. 
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